SUMMARY ANALYSIS OF AMENDED BILL

Franchise Tax Board

Author: _\Wsson Analyst: Jeani Brent Bill Number: AB 41
Related Bills: _See Prior Analysis Telephone: 845-3410 Amended Date: 4/ 27/ 1999
Attorney:  Pat Kusi ak Sponsor:

SUBJECT: Allow Cash Bond Paynents & Reserve Taxpayers’ Right To Raise New
G ounds/ Enpl oyer Wages Paid To Qualified TV O Mvie Studi o Enpl oyees

Credit

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of hill as
X amended __ April 5, 1999

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of hill as
introduced/amended

X FURTHER AMENDMENTS NECESSARY .

DEPARTMENT POSITION CHANGED TO
X REMAINDER OF PREVIOUS ANALYSISOF BILL ASAMENDED _April 5,1999 STILL APPLIES.
X OTHER - See comments below.

SUMVARY OF BILL

This bill would all ow taxpayers to make a deposit in the nature of a “cash bond”
to stop the running of interest and still preserve the taxpayer’s right to raise
new grounds disputing the validity of an assessnent.

Under the Personal Incone Tax Law (PITL) and the Bank and Corporation Tax Law
(B&CTL), this bill would provide a credit equal to 30% of cost of training and
enpl oynment of qualified enpl oyees, as defined, engaged in the production and/or
di stribution of notion pictures, videos, television prograns, or comercial s.

SUMVARY OF AMENDMENT

The April 27, 1999, anendnents accepted the anendnents to the enpl oynent and
training tax credit provisions discussed in the departnment’s analysis of the bil
as amended April 5, 1999, including extending the credit to PITL taxpayers. In
addition, the April 27, 1999, anendnents added operative and repeal dates for the
tax credit, provided that the enploynent and training tax credit would be in lieu
of any other credit that may be all owed, and added a reporting requirenent for
the department. These anmendnents resolve the technical considerations and
address several policy considerations discussed in the department’s anal ysis of
tax credit provisions in the bill as anmended April 5, 1999.

The discussion of the cash bond provisions in the departnment’s anal ysis of the
bill as anmended April 5, 1999, still applies. Except for the discussion above
and the effective date and the policy, inplenmentation, and technical

consi derations, the discussion of the tax credit provisions in the departnent’s
anal ysis of the bill as amended April 5, 1999, still applies. In addition, the
foll owi ng applies.
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EFFECTI VE DATE

The enmpl oynent and training tax credit provisions would apply to taxable or
i ncone years begi nning on or after January 1, 2000, and before January 1, 2006.

| MPLEMENTATI ON CONSI DERATI ONS

This bill would provide an unlimted carryover of excess credit amounts. Credits
with unlimted carryovers nust be nmaintained on tax forns and systens even when
the credit has expired. Since tax credits usually are used within eight years,
nmost recently enacted credits contain Iimted carryover provisions, generally

ei ght or ten years.

The bill requires the departnment to report annually by Decenber 31 on the nunber
and anount of allowed credits. Since taxpayers are eligible for the credit for
i ncone years beginning on or after January, 1 2000, nost credits would not be
clainmed until tax returns are filed on March 15, 2001 or, on extended returns,
Cct ober 15, 2001. The departnment could not report any neaningful information by
Decenber 31, 2000. Beginning the reporting requirenment in June of 2002 shoul d
all ow the departnent time to process late returns and collate the necessary
informati on for the 2000 incone year.

LEG SLATI VELY MANDATED REPCRTS

This bill would require the departnent annually to report to both houses of the
Legi sl ature the nunber of enploynment and training tax credits allowed and the
total dollar value of those credits.

REVENUE ESTI VATE

The revenue estimate in the departnent’s prior analysis of the bill as anended
April 5, 1999, was based on indications by the author's staff that the bill would
be extended to PITL taxpayers. The revenue inpact resulting fromallow ng the
taxpayer to claimonly one credit for the sane expenses woul d be insignificant
since the relevant credits which mght have overl apped woul d have a m nor i npact
on the novi e/ video production industry.

POSI TI ON

Pendi ng.

At its March 23, 1999, neeting the Franchi se Tax Board voted 2-0 to take a
neutral position on the cash bond provision of this bill as introduced Decenber

7, 1998. The Board has not had an opportunity to review the recent anendnents to
t he cash bond provision or the enploynment and training credit provision.



